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Hon. Margaret P. Crenshaw, Secretary
Postal Rate Commission

1333 H Street, NW, Suite 300
Washington, D.C. 20268-0001

Dear Ms. Crenshaw:

In connection with the Commission’s rules pertaining to periodic reports, 39
C.F.R. § 3001.102 (1997), | have enclosed copies of the following:

Cost and Revenue Analysis (CRA), Fiscal Year 1997

We will provide in a subsequent transmission the Cost Segments and Components
Report and the pertinent workpapers and portions of LIOCATT.

Sincerely,

il Dok

Daniel J. Foucheaux, Jr.
Chief Counsel, Ratemaking
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cc: Ms. Brown
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E’I ERNST& YOUNG LI_P # 1275 Connecticut Avenue, N.W. & Phone: 202 327 6000

Washington, D.C. 20036

Report of Independent Accountants

Board of Governors
United States Postal Service

We have examined the following tables of financial information (“the Summary Tables™)
included in the Cost and Revenue Analysis of the United States Postal Service (Postal Service)

for the year ended September 30, 1997:
¢ Summary of Revenue and Cost for Major Service Categories and
e Summary of Revenue and Cost for Major Service Categories - Volume Statistics.

The Summary Tables are based on information in the postal system of accounts used in preparing
the financial statements, as well as various postal operational and statistical information sources.
Our examination of the Summary Tables was made in accordance with standards established by
the American Institute of Certified Public Accountants and was, therefore, designed primarily for
the purpose of expressing an opinion on the Summary Tables taken as a whole. Accordingly, our
examination included such procedures as we considered necessary under the circumstances. We
believe our examination provides a reasonable basis for our opinion.

In our opinion, the Summary Tables mentioned above present fairly, in all material respects, the
allocations of the United States Postal Service revenue and costs among the indicated categories
of mail and services provided by the Postal Service during the year ended September 30, 1997,
on the basis described in the Notes to the Summary Tables. -

As discussed in Notes 1, 2, and 12 to the Summary Tables, in 1997 the United States Postal
Service revised its methodology to determine the distribution of Postal Service costs by
categories of mail or service. One component of the revised methodology includes the use of

Management Operating Data System (MODS) work hours and Total Piece Handlings data to
develop and distribute the Postal Service’s mail processing costs by categories of mail.

Sanct ¥ MLLP
May 20, 1998

Ernst & Young up is a member of Frnst & Young International, Ltd.
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